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BEGIN SUMMARY. PROLONGED EEFORTS BY MINORITY LIBERAL GOVT TO 
PRODUCE PARLIAMENTARY MAJORITY FOR RESTRAINT MEASURES TO PROTECT 
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DETERIORATING BALANCE OE PAYMENTS FINALLY SUCCEEDED WEDNESDAY 
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NIGHT MAY 15 WHEN ALL NON-SOCIALIST PARTIES AGREED TO SUPPORT 
MODIFIED GOVT ECONOMIC PACKAGE. THIS MESSAGE SUMMARIZES REVISED 
EXCISE TAX MEASURES ADOPTED AND TO BE EFFECTIVE UNTIL END OF 1974 
AND GIVES HIGHLIGHTS OF LONGER RANGE BUDGETARY REFORM PROGRAM 
WHICH IS TO BE LEGISLATED LATER. ANALYSIS OF EFFECTS ON BALANCE 
OF PAYMENTS IS SEPARATELY REPORTED. 

ENDISUMMARY. 

1 SERIES OF EXCISE TAX INCREASES EFFECTIVE UNTIL END OF YEAR 
AMOUNTING TO TOTAL REVENUE ROUGHLY ESTIMATED FROM 1.5 TO 2.5 
KRONER ANNUAL BASIS WERE ADOPTED AS FOLLOWS: 

(A) 5 ORE (0.8 CENTS) INCREASE PER CIGARETTE AND CORRESPONDING 
TAX INCREASES FOR OTHER TOBACCO PRODUCTS. 

(B) TAX INCREASES OF 5 KRONEH (80 CENTS) PER BOTTLE OF HARD LIQUOR, 

1.05 TO 1.60 KRONER (17-26 CENTS) PER BOTTLE OF WINE, AND 10 ORE 

(1.6 CENTS) PER BOTTLE OF BEER. 

(C) NEW EXCISE TAX OF 20 PERCENT OF WHOLE-SALE VALUE OF VACUUM 
CLEANERS, WASHERS, DRYERS, IRONING MACHINES, DISHWASHERS, 
REFRIGERATORS, FREEZERS, STOVES AND OVENS, GRILLING, COOKING, 

AND FRYING DEVICES, ELECTRICAL MIXERS, BLENDERS, CUTTERS, MILLS, 

AND SIMILAR KITCHEN UTENSILS, ELECTRICAL VENTILATORS, ELECTRICAL 
HAIRDRYERS, AND CURLERS, AND ELECTRIC SHAVERS. 

(D) 5 ORE (0.8 CENTS) TAX PER KWH ON ELECTRIC POWER CONSUMPTION 
BOTH DOMESTIC AND INDUSTRIAL. 

(E) 50 PERCENT INCREASE IN ANNUAL LICENSE TAX ON PASSENGER 
TUTOMOBILES AND TRUCKS TO 2500 KG, OR UP FROM 475 KRONER (76 
DOLLARS) TO 712 KRONER (114 DOLLARS) FOR THE SMALLEST PASSENGER 
CARS AND UP FROM 1,555 KRONER (249 DOLLARS) TO 2,333 KRONER 

(373 DOLLARS) FOR CARS WEIGHING BETWEEN 1500 AND 2000 KILOS. 

(F) 50 PERCENT INCREASE IN AUTOMOBILE REGISTRATION TAX FOR PASENGER 
CARS WHICH UNTIL NOW AVERAGED ABOUT 1 10 PERCENT OF RETAIL VALUE. 
EFFECT WILL BE AN INCREASE IN RETAIL PRICE O CARS OF ABOUT 25 
PERCENT. THE CORRESPONDING TAX INCREASE FOR TRUCKS UP TO 4000 KG, 
WHICH THUS FAR WERE TAXED BY 60 PERCENT, WILL RAISE RETIAL PRICE BY 
19 PERCENT. THE INCREASE IN 

THE CAR REGISTRATIONTAX WILL NOT APPLY TO CARS IMPORTED BEFORE MAY 
8 . 


(G) ORIGINALLY PROPOED INCREASE IN TAX ON RADIO AND TELEVISION AND 
SIMILAR ELECTRONIC EQUIPMENT WAS NOT RPT NOT CARRIED BECAUSE DOMESTIC 
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INDUSTRY CLAIMED DISASTROUS BUSINESS AND EMPLOYMENT EFFECTS. 

2. PARLIAMENT ALSO DECIDED ON REMOVAL BY OCTOBER 1 OF PRESENT 
2.5 PERCENT SALES TAX ON REAL ESTATE AND FREEZING OF ASSESSED 
VALUE OF HOME OWNNERSHIP FOR INCOME TAX PURPOSES AT 1973 LEVEL. 

SOCIAL DEMOCRATIC PROPOSAL TO INTRODUCE CAPITAL GAINS TAX ON 
SALES OF ONE-FAMILY RESIDENTIAL HOUSING WAS DEFEATED. 


Deciassified/Reieased US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


3. IN LONGER RANGE MEASURS, NON-SOCIALIST PARTIES AGREED TO 
SUPPORT GOVT PROGRAM EO REVISION OE INCOME TAX STRUCTURE FROM 
JANUARY 1, 1975 TO INTRODUCE FLAT RATE TAXATION FOR INCOMES UP TO 
80,000 KRONER 

(12,800 DOLLARS), ABOLISH SEVERAL TAX EXEMPTIONS 

AND RPLACE STANDARD EXEMPTIONS BY STANDARD TAX SETOFF. REVISION, IF 
UNCHANGED,WOULD REDUCE CENTRAL GOVT INCOME TAX REVENUE BY ONE-THIRD 
OR ABOUT 10 BILLION KRONER (1.6 BILLION DOLLARS), REPRESENTING 
17 PERCENT OF TOTAL INCOME TAX BURDEN INCLUDING LOCAL TAXES. 

4. LOS OF REVENUE IS TO BE COMPENSATED PARTLY BY INCREASE OF 
VALUE-ADDED TAX (VAT) FROM 15 TO 20 PERCENT, PROVIDING ABOUT 

5 BILLION KRONER ADDITIONAL REVENUE, AND PARTLY BY BUDGETARY 
CUTS, INCLUDING HITHERTO SACROSANCT AREAS OF HEALTH, EDUCATION AND 
WELFARE. TOTAL 5 BILLION KRONER BUDGET REDUCTION FROM FY 1975/76 
MUST BE NEGOTIATED BUT DRAFT PRORAM INCLUDES REDUCED PUBLIC 
CONSTRUCTION PROGRAMS AT BOTH NATIONAL AND LOCAL LEVELS, CUTS 
INOVERALL ADMINISTRATIVE EPENDITURES INCLUDING STRINGENT PERSONNEL 
CEILINGS AT BOTHNATIONAL AND LOCAL LEVELS, REDUCED BUDGETARY 
RESERVES FOR NEW LEGISLATION, INTRODUCTION OF PATIENT CHARGES 
IN NATIONALUNIVERSITY HOSPITAL AND FOR MEDICAL SERVICES BY GENERAL 
PRACTITIONRS, CURTAILMENT OF STUDENT GRANTS AND INTRODUCTION OF 
STRICTER ENTRANCE REQUIREMENTS AT UNIVERSITIES, INTRODUCTION OF 
USERS CHARGES FOR EVENING SCHOOLS AND PUBLIC LIBRARIES, POSTPONE- 
MENT FOR 5 YEARS OF PLANNED SUPPLEMENTARY SOCIAL SECURITYPRORAM, 
ABOLITION OF FAMILY ALLOWANCES FOR CHILDREN AGED 16-17 YEARS 
AND SUBJECTING OF FAMILY ALLOWANCES IN GENERAL TO INCOME TAXATION, 
ABOLITION OF RECENTLY INTRODUCED MILK SUBSIDY, AND INTRODUCTION 
OF PREMIUM PAY FOR VOLUNTARILY DELAYED COLLECTION OF SOCIAL 
SECURITY. 

CROWE 

UNCLASSIFIED 


NNN 


Deciassified/Reieased US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


Message Attributes 


Automatic Decaptioning: X 
Capture Date: 01 JAN 1994 
Channei indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: GOVERNMENT BUDGET, ECONOMIC PROGRAMS, BALANCE OF PAYMENTS DEFICITS, GOVERNMENT EXPENDITURES, TAX 
REFORMS, TAX CHANGES, EXCISE TAXES 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 17 MAY 1974 
Decaption Date: 01 JAN 1960 
Decaption Note: 

Disposition Action: n/a 
Disposition Approved on Date: 

Disposition Authority: n/a 
Disposition Case Number: n/a 
Disposition Comment: 

Disposition Date: 01 JAN 1960 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1974COPENH01378 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Film Number: D7401 23-0362 
From: COPENHAGEN 

Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1974/newtext/t19740540/aaaabiwq.tel 

Line Count: 145 

Locator: TEXT ON-LINE, ON MICROFILM 
Office: ACTION EUR 
Original Classification: UNCLASSIFIED 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 3 

Previous Channel Indicators: n/a 

Previous Classification: n/a 

Previous Handling Restrictions: n/a 

Reference: COPENHAGEN 1367, 1356, 1304 (NOTAL) 

Review Action: RELEASED, APPROVED 
Review Authority: boyleja 
Review Comment: n/a 
Review Content Flags: 

Review Date: 29 OCT 2002 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <29 OCT 2002 by elyme>; APPROVED <07 JAN 2003 by boyleja> 

Review Markings: 

Declassified/Released 
US Department of State 
EO Systematic Review 
30 JUN 2005 


Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: NEW GOVT TAX MEASURES - PRELIMINARY DETAILS 
TAGS: EFIN, ETRD, DA, EEC 
To: STATE 
Type: TE 

Markings: Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



